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FOI PUBLIC AFFAIRS STAFF 
PROGRAM News and Commentary SIAION WTOP Radio 
CBS Network 
DATE July 16, 1981 5:40 PM CIY Washington, DC 
SUBJECT The Hugel’ Resignation 
DOUGLAS EDWARDS: William J. paleo. Director of the 


Central Intelligence Agency, is quoted as saying that the United 
States needs the world's best intelligence. This week there 
were Indications that Casey had not been served by the best In- 
telligence, even within his own department, and maybe within his 
own affairs. As a result, his job may be on the line. 


More on the Casey story in a moment. 


* * * 


EDWARDS: it started with accusations against Max Hugel, 
the 56-year-old Brooklyn native who headed up the largest direc- 
torate in the CIA, the branch responsible for covert action and 
clandestine operations overseas. According to the accusations, 
Huge! was guilty of unethical, perhaps illegal, stock market 
practices in the 1970s when he managed a manufacturing business. 
Hugel denied the accusations after they first appeared in the 


Washington Post this week, calling them unfounded, unproven, and 
untrue. Nevertheless, on Tuesday he resigned his super-sensitive 
job with the CIA. His boss, William Casey, accepted the resig- 


nation with deepest regret. 


it was Casey who had appointed him in the first place, 
an unusual and controversial appointment. Hugel did not fit.the 
mold of his predecessors. He wasn't Ivy League, wasn! t from 
within the CIA, wasn't the so-called solid. professional. But - 
Casey stood behind him, praised him as a man of drive, clarity 
of mind, and executive ability. Until, that is, the accusations... 
Then, with prodding from the White House, Casey wasted little 
time in agreeing to Hugel's resignation. 
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Meanwhile, Casey faced some problems of his own. They 
involved two federal court rulings, one in July 1980 and the other 
one this past May, rulings have to do with his role in a now 
defunct farming corporation. In both cases, the courts were 
critical of his financial dealings. 


Today the White House said Casey had disclosed the 
earlier ruling when he was being considered as CIA Director. But 
apparently the White House learned of the May ruling only from 
news reports this week. In any event, President Reagan suggested 
it didn't matter. He totd reporters he has complete trust in 
Casey. 


CBS News has found out, however, that members of the 
Senate Intelligence Committee are unhappy about Casey, would 
like to replace him with his immediate subordinate, Admiral 
Robert "Bobby" Inman. 


This is not to count out 68-year-old William J. Casey, 
though. If there's a single word that usually describes him, 
it's tough. Besides, he's well experienced [In the way Washington 
operates, which probably is as ftmportant to his job as knowing 
how covert intelligence operates. He served during World War II 
in the Office of Strategic Services, the forerunner of the CIA, 
was Undersecretary of State for Economic Affairs, Chairman of 
the U.S. Export-Impoirt Bank, on the Advisory Counci! of the Arms 
Control and Disarmament Agency, Chairman of the Securities and 
Exchange Commission, and Mr. Reagan's campaign chairman. 


if Casey's on the ropes, he has the good fortune to 
know how to use them, as well. 
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SE te ad 


Me ome one 


| President mum 


By Godfrey Sperling Jr. 


1 Staff correspondent vf: 
7 ‘The Christian Science Monitor _ 
j .- Washington. 


A possible major embarrassment for 


{ President Reagan has begun to recede al- 
| most as quickly as it came to 
; public attention. No ae wg 
i Max Hugel, Central Intel- ; 
; lgence Agency chief of oper- 3 
i ations in charge of covert ac- 
1 tivity. resigned shortly after 
; the Washington Post. re- 
; ported that two of his former : 
} business associates accused * 
! him of improprieties -“in- 4 
; tended to increase the-price es 
} of stock ina firm he héaded: & 
] 

i 

; 

i 

4 


Now, Mr. Huget’s boss, § 
director of Central Intelli- 
gence William J. Casey; also 


cIA D 


‘is being subjected to questions about past 


ethical conduct. A federal district court 
judge in Manhattan has ruled that he par- 
ticipated with several others in an invest- 
ment offering that “omitted and misrepre- 
Sented facts’ to investors... ~ 


: Mr. Casey is not commenting on the © 
J : ws 2 toRe yeas Aut 
i ;  aeN 


"noting the matter was under appeal. | 


irector Wiliam J. Casey 


A. 


CHRISTIAN SCTSNCS MONTTOR 
16 July 1931 


Hugel affair settled quickly, but 


on Casey ruling 


case, bul one of his lawyers says that 
. Casey was a passive investor and did not 
violate the federal security law. The White 
: House declined comment on Casey’s case, 


- A White House spokesman on July 15 
weg Said the President was stick- 
“4 oy ing with Casey: But he also 
fey Said the President-had -not 
4-yet seen the full transeript 
jon the- ruling. involving 
ma Casey. =: “harkens tee 
ze] © --The quick way. in which. 
vi the President dealt with-the 
2) Hugel problem is being con- 
-trasted here with -the- way 
“President Carter clung onto 
‘his own first, big embarrass- 
ment: the aHegations made 
against Bert Lance... , : re 
“A - 5. Observers here point out 
‘that the Lance incident surfaced at a simi- 
_ lar, early moment.in the Carter adminis- 
tration and that by insisting on. keeping 
.. Mr. Lance in his OMB post, Mr. Carter 
dealt himself a major political blow, ° 
At that time there were those among | 


4 


"> rat tetraammine 


Carter’s top ady.sers who thought that even 
the unproven chirves of past, bank-related 
improprieties against Lance - should _ be 
enough for the P-esident to let his old friend 
resign, j | 
They counseled bim that the public ex-| 
pected him to be particularly scrupulous in| 
maintaining a bish ethicai standard in his: 
White House and that this would include get~! 
ting rid of a top-ai-le who was under a cloud of 
allegations, even if unproven. ae ; 
But Carter tole Lance he was “proud”? of 
him. And by the time Lance did leave his posi- 
tion, he had ~— as many observers see it —. 
done much te mar the Carter/presidency.. |. 
Says one political analyst, “From that mo- 
ment on,.when Carter didn’t get rid of Lance, 
it can be said that the Carter administration 
began to slide downhill.” SI gy egies all 
But now Hugel, declaring his. innocence | 
but asserting that he did not.want to put a 
burden on the President, has, left the scene 
quickly. And he wa s iramediately replaced by 
John Henry Stein, a career CIA officer- THE tony 
So the possible ‘political. damage: to the 
‘President has been quickly controlled. ‘Ob- 
Servers believe the incident soon will be for- 
gotten, unless it is followed by further inci-} 
dents, particularly if they involve high-level; 
appointments where Mr: Reagan has actively! 
parucipated in the ehaosing, st vc it yet. ys 
_ At this point the main blame for the Huget 
incident is being: put on the shoulders of cral 
director Casey, i001 seh ok Tne ine ae 
“yd. i 


! 
q 


Pirie Bake i 


got Hugel, 
appointed. Casey knew him and worked for 
his appointment and even wrote a letter tothe 
President in his behalf,” he Said none? 
; the Huge incident is 


unforeseen chap 
the Hugel case, Sensational for several hours, 
Seems likely to Continue tofade. 3-7. °<2 20% 0 


Sa tesss & So eemae atl a VC 
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ON 


pace, A-te 


Max Hugel.is the spy who never should have come 
into CIA headquarters from the cold, cold world of 
business wheeling and dealing. The Central Intelli- 
gence Agency is unquestionably better off now that he 
has resigned as-deputy director for operations. An 


 arnateur like him never should have been put in that 


job in the first place: The fact that CIA Director Wil- 


ham J. Casey named Mr. Hugel to Hat position raises . 


questions about. his own judgment.:: 


eee kh 
i 7 ek ae 


The deputy:director for operations is the.“ spymas- “o 
ter” of the CIA. He: oversees clandestine: operations ‘~~ 


overseas. [t is the most sensitive, most professional job 
in the CIA. It has traditionally gone to careerists. Mr. 


Hugel’s qualifications for the spot were nonexistent... 


Even if he had not had the questionable career in busi- 


ness that he is now revealed to have had, he would ae 


have been the man for spymaster. ° 


An important issue involved ere he most 3 impor- . 
_tant, we believe—is why details of Mr. Hugel’s career 


came to the attention of Mr. Casey,.the CIA and Presi- 


dent Reagan only after he was in the agency for six. 
months and in: the spymaster’s job for two months. A 


2 


- was confirmed as CIA director. A federal judge has re- 


THE BALTIMORE SUN 
16 July 1981 


The Spy WhoCamein.... 


general review of CIA policies and preeenines de- : 
signed to prevent embarrassment and worse ought to | 
begin on Capitol Hill at once. 
In that regard, the Senate Intelligence Committee | 
needs to ask: itself why Mr, Casey was not required to | 
go into details about his own business career before he | 


cently’ concluded. that Mr. Casey was involved in a 
scheme to mislead investors. Allegations to that effect | 


: were known but not pursued at the time the COrace | 


held confirmation hearings on Mr. Case “ye 
The CIA is not just another government agency. It 

performs a vital function in the shadows. Its responsi- | 
bility is So great and its operations so secret that there 
are enormous temptations for its operatives to trans- 
gress the limits of law and propriety. AS exposes of re-. 
cent years showed, at times in the past the agency: 
went beyond the limits. To keep the CIA in check while | 


_it does its job, and to maintain the respect of the pub- | | 
lie, the agency needs in its leadership and management 
- positions professionals of the greatest .ntegrity as well} 


as the greatest competence. . Let) dhettamett cs 
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ARTICLE APPEARED ee 
ON PAGE aici 
ee caememen 


Resignation. atthe CIA ws 


The ‘resignation of Max Hugel as chief of 


New Hamp- 
clandestine activities for the CLA following alle. - shire businessman Hugel was a rank amateur 
gations: of ‘improper business: dealings seven in the intelligence business ; 


years ago is a black mark onthe record of the | 

Reagan Administration, although one that will - 

not smudge other Administration activities, Bg aie 
_ There has been no. suggestion. that the alle- ee 

gations against Huge relate in any. to'the‘) 

performance of his official duties. pi BE OE 
Hugel’s; resi 


and owed his ap-: 


resignation 
probably will benefit the Reagan Administra-- 
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the. Central Intelligence Agency, came into office ©. 


determined to restore.the CIA's effectiveness and: 
morale, both.of which were eroded by Watergate 
era disclosures ‘of ;questionable ‘activity by ‘th 
ag sency- In. a mero ‘to employees two. weeks: ago, 
he-wrote that “the difficulties of the. “past. decade. 
_are “behind us.” Thanks in part to’ “his own less=? 
than-perfect betting average in choosing Subordi 
nates, it appears that Casey.was soverly optimistic. 
Max C. Hugel, hand-picked by Casey- ‘to run the 
CIA’ s cloak- and- dagger. operations,’ resigned this 2 


Ww reek j in the wake of allegations that he engaged in*-> ~ 


impr oper stock market activities seven years, ago. . 


- Questions are being raised pont eeeey. Ss own role : 


" in a steck offering in 1968. 82.505 
" -The President” is expressing “fll coanaenee in> 
the CIA chief's honesty and integrity. Depending 
on what happens in the court case involving the 

stock offering in question, the cloud hanging over 
Casey’s head ey RIsePHear:, But as oF now ; the 
Cloud is there" 07 et 
-._ The CIA chief, who served as Reapannce ‘cam- 
‘paign manager, is a prominent lawyer whose 
‘previous experience in intelligence work was of ~ 
World War If vintage.. But he has” made sree 
Boos appous iments to his staff. 


toe ee 


‘enforcement at the Securities and Exc hange Com-. 
- mission, is the CLA’s general counsel... i ieee 


, tobe deputy director for operations. = 


: him are-“unfounded, unproven and untrue.” 


a 
oe 


aa: ati Hed 
he 


“Adm. Souby BR. eee ‘the ‘No. - ‘man. at ‘the! 
» agency, ‘came to the CIA from the tap job at the; 


", supersecret National Secu AS enc Y swhere jhe 
“had ah excellent reputation... bee? 


Henry: S. Rowen, former president of ‘the Rand’ 


Corp: “who has ‘been! ‘brought * in by Casey to up-: 
‘grade. the ‘system™ under “which “national: vintel- 4 
-ligence estimates aré. produced, has“nad-long ex 4 
“perience in areas closely related. to int: Slligence. © x 


‘Stanley Sporkin, the respected former chief. of A 


-One appointment, however, made ro sense from: 
the beginning. And-that was Casey’s selection of 
Buzel, a highly: visible and controverrial campaign 
aide with seemingly no background i in int pueence, 
- “That sensitive post has tradit tional y een held: 
by experienced | career’ officers.-. Three—Allen’? 


$ 
i 


_ Dulles, William Colby and Richard | Helms—went{ 
_ on to become CIA directors/s.. 24 


* Hugel_ says firmly. that: che allegations: against} 
” Even! j 
if his denial is taken at face value, the “overriding 

_fact‘is that he had no visible qualificat tions, for the! 


- CIA ‘post; and never should have bee n named inl 
£ ine ‘frst place., - : 
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fk PARED VALT, STREST GH. Vib 


16 July 1931 


’ 


a Wide =. =" 

: “SOVIETS GOT SECRETS from 2 former 
Army warrant officer, the-U.S. charged. 

The FBI arrested Joseph Helmich, 44-in- 
Florida; he is--accused of-selling’ coding 
manuals andequipment tothe U. S. S.R.- for 
$131,000. Most’ of: the:charges date. back to 
the: early--1960s,;but-Helmich allegedly got 
payoffs as late as‘August 1980. U.S. Attorney 
Gary Betz said Helmich’ had basses made: a 
Soviet-colonebe2 4.20-8255° © Se ae 
> Damage from the | disclosures * ‘could ”' 

> be-very;-very grave,” Betz said. Soviets 
- could -haves decoded messages in- the y 

: Vietnam-conflict,he indicated. °° 
Reagan“expressed ‘complete~ trust’™in 
CIA Director William Casey, after « federal 
judge’s ruling: against him. The judge said- 
Casey knew of misstatements in a'1968 stock 
offering bya‘ farming company when he 
served: om its. board. Casey’s lawyer said, 
however; .‘‘we have very substantial defen- 
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ses, 297 ay Eye re a 
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; Director: Williami J. Case sifinan- ss 

Yeial dealings says be and-othe 

-Sirectors drove: an 


“i the director, ‘{ 
rterstodayz. 
volved Casey’s rote. 


Cnn Inc)_acfailed New | 
oS ™. ate eee 2 
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-finished Wednestay- 
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* New York May irold=: -Jnvestors in Multiponics in 1968. 
“federal appe airy In the New" ; 
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THE WHITE HOUSE 


Office of the Press Secretary 


PRESS BRIEFING 
BY 
LARRY SPEAKES 


The Briefing Room 
July 16, 1981 


12:06 P.M. EDT 

MR. SPEAKES: The President is announcing the appointment 
of Rita Ricardo-Campbell to be a member of the President's Economic 
Advisory Board. And after the press conference today he will go into 
the Oval Office -- 

Q Are you prepared to begin your briefing? 

MR. SPEAKES: No, I was trying to set up that interview 
with Hunt, that exclusive that we've been working on here. But, 
nevertheless, Reynold's will get it. 


Q He wouldn't know what to ask. 


MR. SPEAKES: Terry Hunt is being appointed to the 
Supreme Court. (Laughter.) 


Q On your mark, get set, go. 

MR. SPEAKES: Rita Ricardo-Campbell is going to be a 
member of the President's Economic Advisory Board, by virtue of 
appointment by the President. 

Q Pardon me. 

MR. SPEAKES: The President's schedule is the lunch that 
you missed, the 1:30 Cabinet meeting with the subject immigration: 
the 3 o'clock meeting with the Govenors Millican, Quie and Ray. 

Q Are you going to open that for photos? 

MR. SPEAKES: No, no plan to now. 


Q What's it about? 


MR. SPEAKES: About immigration. Really refugees, not 
the specific immigration problems that are before the -- 


Q Will they come to the briefing room? 


MR. SPEAKES: I don't think so. I think they're going 
outside. Then at 4:30, Paul Volcker, the Chairman of the Board of 
Directors of the Federal Reserve Board. There will be photo coverage 
of that. 


Q Will he come in the briefing room? 


MR. SPEAKES: It is at his option. I doubt it. 
That's one in a series of meetings with the Chairman of the Board. 


The President, for background, we should hold it off 


MORE #131-7/16/81 
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Q Was there one of these new national security advisory 
committee meetings at the White House -- one of those twice weekly -- 


MR. SPEAKES: No, not today. There was one day 
before yesterday. 


Q Yes, but not today? 


Q . Was William Casey here today at any point? 
Has he been? 


MR. SPEAKES: Not that I'm aware of. 

Q Is he expected? 

MR. SPEAKES: Not that I'm aware of. 

Q Has the President talked to him today? 


MR. SPEAKES: Again, not that I'm aware of. I 
haven't asked all these questions, but I have not heard it. 


Q Has Casey talked to any of the big three today? 
MR. SPEAKES: I don't believe so. 
Q Well, what about this new court case that 


has come to light? What is your line on that? 
MR. SPEAKES: The line on that is that it's a court 
case that dates back to 1968 and '69. It's a civil action. It 


involved the breakup of a business. There were several lawsuits 
resulting from it and this is one that has -- 


“MORE #131-7/16 
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Q Fraud seems to be involved as far as a determina- 
tion is concerned. 


MR. SPEAKES: I did not note that in the reading I did on 
the decision. 


Q Do you have a copy of that decision? 
MR. SPEAKES: I do not have a copy of that decision. 


Q Did you ever get a copy of the May 19th decision from 
New York? 


MR. SPEAKES: Yes, I think Mr. Fielding has a copy of that. 


Q Well, is there any plan to study it and to make a deter- 
mination here at the White House as to what the decision says and the 
implications of it? 


MR. SPEAKES: Mr. Fielding certainly will and has studied 
it and he will make any determination that is needed to be out of it, 
but I know of no change in the President's stated position that he 
stated yesterday afternoon about Director Casey. 


Q Larry, is that lawsuit also included in Casey's dis- 
closure statement which he provided to the FBI? 


MR. SPEAKES: Yes. Both of these lawsuits, and I think that 
there are others in the New Orleans appeals that were disclosed and 
Fielding did discuss it with him in detail. 


Q You are absolutely certain that those were in his 
disclosure statements? 


MR. SPEAKES: I know that they were -- and of course what 
we are talking about, too, is the personal disclosure statement and 
not the financial disclosure statement that is on public record. 


Q That is not available to us. 

MR. SPEAKES: No. 

Q The White House is not making it available? 
MR. SPEAKES: No. 


Q Have you been able to establish whether Fielding mentioned 
those cases to the President in discussing Casey? 


MR. SPEAKES: I think that Fielding, in his discussions with 
Casey, made a determination that these pending cases were not of suffi- 
cient nature to raise to the President. This information was presented 
to the Senate committee and apparently they made a decision that it was 
not sufficient to raise in the hearings, and that is where the matter 
stands. 


Q There is a report that in the phone call yesterday between 
the President and Casey, Casey did explain to the President what had hap- 
pened or at least give the President a view from his perspective of what 


had happened. Is that correct? 
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MR. SPEAKES: I am not privy to the substance of the phone 
call or was not present. I know the purpose of the phone call, which 
was for the President to say exactly what I said to you yesterday, that 
he has full confidence in the Director, but what the exchange was, I 
do not know. 


Q Is Senator Goldwater supposed to see the President or 
talk to him today? 


MR. SPEAKES: I don't think so. I notice Senator Goldwater 
retracted the CBS report on his position on Director Casey. 


Q Of course, we stand by it. (Laughter.) 


Q You say that the case from New Orleans was on the 
forms that went to the Senate? 


MR. SPEAKES: Yes. 


Q That personal disclosure form did go to the Committee, 
right? : 


MR. SPEAKES: I am not sure that it actually went, but I will 
have to check that. 


Q What forms was this listed on? 


MR. SPEAKES: They were listed on the personal disclosure 
form, and also I don't want to state what is in the FBI background 
check, but it would have definitely been a subject of the FBI background 
check, which was provided to the Senate. 


0 Some senators are talking about beginning an investiga- 
tion of this whole series of matters concerning the CIA, Casey and Hugel. 
Would the White House object to that? Would the White House cooperate in 
such an investigation? 


MR. SPEAKES: It has not come up here in those terms, Sam. 
Certainly the Senate has a right and privilege to do whatever they would 
like, but it just has not arisen here in any terms as to whether we would 
get involved or cooperate or however you want to put it. 


Q° What is this President's general position on the so- 
called "executive privilege" that some other presidents have claimed? 


MR. SPEAKES: We address that on a case-by-case basis as it 
comes up. 


Q So you have no position? 


MR. SPEAKES: I guess you could say that. We have no general 
position but we certainly have it on a case-by-case basis. 


Q You claim the power if you want it, then? 
MR. SPEAKES: ‘That is right. 


Q What is the status of Governor Brown's request that 
California be declared a disaster area? 


MR. SPEAKES: It has not been received here yet. We have heard 
from the West Coast that it is en route, but it has not arrived yet unless 
it could be at FEMA and not here. But we do not have it and we would have 


to wait until we get it to look-into it 
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Q Larry, has this President had to declare executive 
privilege in the past? I mean, has there been an instance where he 
has had to -- 


MR. SPEAKES: Not specifically. There have been two or 
three Cabinet officers that have been asked to provide certain docu- 
ments and I am not sure how those were resolved, whether it was a claim 
of executive privilege or whether the House and the Senate changed 
their mind. I do not know the outcome of that. 


Q Larry, does the President have any special message that 
he wants to convey to Volcker today, to keep the money reins tight or 
anything? 


MR. SPEAKES: There is a restriction on how we deal with the 
Federal Reserve Board and we certainly abide by that custom and those 
restrictions. I think that our policy is well-known to everybody con- 
cerned. This is a past practice of many administrations back, for a 
continuing consultation with the Fed in exchange of views and that is 
what the purpose of the meeting is today. 
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Q Larry, back on the Casey business. This personal 
disclosure that you mentioned a couple of times, is this something 
that all Cabinet level and sub-Cabinet level -- 


MR. SPEAKES: Yes. That's right. Presidential appointees. 
Q It wasn't peculiar to a CIA appointment? 


MR. SPEAKES: No, it's everybody. And it does contain, 
as I mentioned yesterday, that statement about pending litigation. 


Q The President is quoted again in a news story 
today when this matter came up about Casey saying something to the 
effect of, "Well, why are they bringing that up? That's old news." 
And yet we've been told that the President didn't learn about it 
until two days ago so it wasn't old news to him -- that is, the May 19th 
court decision. I'm not quite clear of what the President was talking 
about. Can you help me? 


MR. SPEAKES: I don't know whether I specifically recall 
him saying that or not. I think he was indicating that this had been 
a subject of civil litigation over a number of years, dating back 
to the mid-60's or late-60's. Director Casey had been before the Senate 
four times for confirmation. The Senate had confirmed him as a 
Presidential appointee all four times. He'd been the subject: of 
FBI background checks each time and I think that's what he was referring 
to. 


Q Well, does the Presidant feel that Casey should have 
told him or someone at the White House about the court decision in May 
when it occurred? 


MR. SPEAKES: Sam, I haven't heard an expression on that 
specific topic. I just haven't asked anybody how they falt about it. 


Q Casay didn't tell anybody about it, did he? 


MR. SPEAKES: I don't think so. I need to go back and 
check that one. I know you asked that yesterday. 


@) Well, I'm not sure of why the President takes such a 
sanguine view of this court decision. It doesn't matter to him, 
apparently. It hasn't shaken his trust in Mr. Casey at all and it's 
not going to in the future. Why not? 


MR. SPEAKES: You heard what he said. 


Q But he didn't explain himself. He just declared 
himself. 

MR. SPEAKES: Right. That's what I'd like to do -- declare 
mysalf. 

Q Has the White House made any attempt to reign in 
Secretary Watt or -- you took this question, I think, earlier this 


morning. What can you say about Watt and whether or not hea is 
free to make major decisions without the White Hous: program. 


MR. SPEAKES: He's certainly a Cabinet officer and he 
certainly executes the policy of the President and the policy he is 
executing is that of the President. He is doing what the President 
would wish that he do. 
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announcements of policy. 


Q Has he been cautioned on this in the last couple of 
days, to check all major decisions with the Big Three? 


MR. SPEAKES: He said yesterday he had not. I don't 
know whether anybody has specifically spoken to him, but that's sort 
of standing orders within the administration to keep the White House 
posted on what you're going to do as far as policy announcements. 
And that's the word that's gone out. I don't know whether anybody's 
called him and said, "Look here." 


Q What does the President think of the idea of putting 
100 MX missiles in big transport planes and flying them around as 
a method of the launch mode of the MX -- the basing mode, rather. 


MR. SPEAKES: These decisions have not come to the President. 
These recommendations have not come to the President. 


Q You keep slipping. Every time you talk about this 
subject, you talk about the decisions and then you catch yourself, 


MR. SPEAKES: Well, either/or, recommendations. There has 
been no recommendation from Weinberger on the MX. We have not seen 
a Yeport. We have not heard about a report. These are still matters 
that are under consideration at the Department of Defense and the 
Townes Report has not come to the Department of Defense yet, so all 
that is fairly well down the track. 


Q How far down the track? 

Q When do you expect that? 

MR. SPEAKES: Lou, I really don't have a timetable for 
MX decision. Weinberger is still waiting on the Townes Report. Once 
that comes to him, then I'm sure there will be discussions within 
the Department of Defense and then that matter will then come to 


the President in a recommendation form for decision by the President. 
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Q Larry, he has met with the Townes Committee. There 
isn't any question about that. He knows what the recommendations 


are,whether he's got the formal report. That's been acknowledged. 
I'm just wondering if you feel that there will be anything before 
the President's made the decision on it before the recess? 


MR. SPEAKES: Lou, on a guidance basis, I don't anticipate 
it. But I always hesitate to set timetables. I'm just giving 
you what my judgment is from knowing how far it is down the line. 


Q Is the hang-up on the immigration policy the 
amnesty for Mexicans? 


MR. SPEAKES: No, there's really no hang-up on it 
except for the tremendous complexity of it and the detail that 
is involved in the Attorney General's task force. It has just, 
frankly, taken this long for the matter to be discussed at 
Cabinet meetings, and they had, I think, 15 points to discuss 
last week and they got to eight or nine, somewhere along in there. 
So that's where we pick up this afternoon. So there's really 
no hang-up except the time consumed with going through these 
in great detail. 


Q You mean there have been decisions on the 
eight or nine? In other words, are you saying that it's simply 
a matter of their having to systematically go through each point 
or are there actually controversies that are still being -- 


MR. SPEAKES: There is discussion on each one, yes, 
and the recommendations are being presented to the President 
for his decision. 


Q There's a story that the hang-up is over this 
guest-worker program that -- Block and Anderson sort of versus 
Donovan on that point and that's what is stalling it. Can you 
make any comment on that? 


MR. SPEAKES: No, except to say that I don't believe 
it to be true. 


The task force has been meeting over a period of 
months and it's brought forth its recommendations. In some 
cases, there are options which do indicate that certain Cabinet 
members do have different views and the President in some points 
will get clear-cut unanimous recommendations and then on other 
points will get options presented to him that represent the 
various views of Cabinet members that were on the task force. 


Q Do you know, for instance, if the gquest-worker 
program is proving to be more controversial than the interdiction 
of the Haitan boats or any other aspect of the task force? 


MR. SPEAKES: I don't know. Not having been involved 
in the task force and only in the Cabinet meetings. 


Q Speaker O'Neill does not seem to believe that 
he gave the kind of commitment to the President about both 
the tax and the budget bills that you described here yesterday. 
Why do you think that is? 

MR. SPEAKES: You predicted that. 


Q Way to go, Sam. 
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What did the Speaker differ on? I never caught that. 


Q The records show that he never made an August 
lst commitment. 


MR. SPEAKES: I didn't say that. I said before they 
leave town. 


Q The Speaker seems to believe that he told the 
President that they'd make every effort to have both bills out 
and they would, if they needed to, delay a few days, but that 
he never made an ironclad commitment that it would be done or 
they'd just stay all through the month of August. And in fact, 
they're still talking about, after a conference on taxes, after 
the recess. 


MR. SPEAKES: The Speaker said he would stay as 
much as a week, if necessary, and you can draw your conclusions 
from that. It seems to me plain as the nose on your face. 


Q Well, the Speaker's nose is bigger than mine, 
which takes some doing, but -- ; 


THE PRESS: Thank you. 


END 12:25 P.M. EDT 
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ARTICLE APPEARED 


- Career Ole Seested 


| By Patrick E. Tyler and Lou Cannon ; 


: toWashington Post Stalt Writers io-oeu 7 


- Max Hugel, the Central Intelligence Acchcys chief of ; 


clandestine operations, resigned: yesterday within a few 
-hours after he was accused in published allegations of 
improper or illegal stock trading practices.! "Po" 
He was immediately reps s by John Henry Stein, 
49, a career CIA officer, = << 9 - see te RET 


‘White House aides said they were prepared to om 


-mend that President Reagan fire: Hugel but. his resigna- 
tion preempted them. In an early morning telephone call, 
‘CIA Director William J. Casey- informed White House 
me of staff James A. Baker pits “Max j is going to eee 
aside. 

‘This call connie five days of ‘discussions’ among 
Casey, Baker, CIA counsel Stanley Sporkin, "White 
-House counsel Fred Fielding and others about how to 


deal with an anticipated series of damaging allegations . 
‘against. Hugel based on tape recordings provided by two 


Wall Street stockbrokers who did business with him 
seven years ago. The charges were disclosed i in yester- 
day’s Washington Post. . 

Reagan was not informed until late ‘Moiiay a the 
charges against. Hugel, whose job as CIA deputy director 
for operations is one of the most sensitive in government. 
Baker told the president that the story was due to be 
published in The Post on .Tuesday morning and _ said 
_Reagan’s response was that he was “saddened”. to learn of 
the accusations. 

_ The next time Reagan heard about the 
matter, Hugel had “already quit. The 
news was relayed to the president at the 
regular morning staff meeting by Baker, 
White House counselor Edwin Meese HI 
and deputy chief of staff Michael K. 
Deaver. - i 
In his resignation letter to “Casey, 
-Hugel called the allegations against him 
“unfounded, unproven and untrue.” The 
56-year-old former president of a New 
York wholesale firm said he was leaving . 
because “under present circumstances, I 
feel I can no longer sere serve yn 
or the agency.” Cadebe che bch 


THE WASHINGTON POST 
§ July 198] 


~’ Casey, in his letter, replied: “It is with: 
deepest regret that I accept your resig- 
nation. I do, however, respect your wishes 
and fully understand your position. [ 
greatly appreciate your efforts for this 
agency. You have deservedly earned the 
respect of those with whora you have 
worked.” 

~ Later in the day, White House 300Kes- | 
man David R. Gergen reiterated that the | 
decision had been made at the CLA by 
Casey and Hugel and several times re- 
peated Hugel’s “assertion that the charges | 
have not. been proven. ; 

In response to a series of questions at 
the daily White House briefing, Gergen 
said that the president continued to have 
“great faith” in Casey’s judgment and he- 
lieved that he had done “a first rate job” 
at the CIA. At the time Hugel was ap- 
pointed to his sensitive post more than 
two months ago, Casey’s judgment in 
making the choice was widely questioned. 

Veterans of the intelligence commu- 
nity, as well as some high White House 


- aides, said they were surprised that 


Casey had chosen a politically oriented 
and inexperienced outsider rather than a 


“career man. 


‘Following initial wusstions about : 
Hougel’s qualifications, Casey defended 
him i in a long, personal letter to Reagan. 
Casey's main argument was. -that he 


needed someone in the sensitive post in | 


‘whom he could place his absolute trust 
and that Hugel, Casey’s friend .of 20 
years, filled that prescription Petes than . 
any other candidate. 

. There was no frainadiate. sigh * that 
Casey’s own position within the admin-. 
istration had been shaken. The president 
has trusted Casey, aides emphasized, ever 


- “since the 68-year-old former chairman of 


the Securities Exchange Commission 
helped straighten out the tangled fi- 
nances of the Reagan campaign last year. 

‘Casey was an unpopular -figure with 
other campaign aides, and since his ap- 
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7). HE MAX HUGEL file, it turned out, was a lit- 
A tle thicker than the CIA realized when it 
signed up the erstwhile New Hampshire business- 
man and Reagan campaign aide as deputy director 
of operations in May. The check that the agency ran 
on Mr. Hugel failed to pick up the tangled skein of 
‘certain of his business affairs that this newspaper 
_brought to light yesterday morning. In the’ story, 


,bvo former associates, tapes -in hand; accused’ the * = 
- nation’s chief spymaster-of engaging in improper or. 
Megal “insider” stock. market practices. Mr. Hugel | 
denied all charges and, within hours, resigned... 


The episode is a pie in the face of the CIA and its 
‘director, William J. Casey, who had ‘rocked the agen- 
‘cy’s old-boy network, and raised eyebrows elsewhere, 
‘by choosing as his aide for covert:operations and clan- 
. destine intelligence-gatherihg someone with no previ- 
ous experience in those fields. The CIA is not the first 

organization to hire a bit ‘hastily. Still, it has better 
reason and resources than most to proceed carefully, 


009-9 


ugel File 


It is not hard to Imagine scenariogs—gayeral novelists 
are probably at it already—with far graver endings 
than the resignation of an official’ whose difficulties 
lay entirely in his business past. That these difficulties 
were of a sort unquestionably familiar to Mr. Casey, a 
former chairman of the Securities and Exchange 
Commission, sharpéns the question of how Mr, Hugel 
passed through the CIA screen, - EA as 

* In some quarters, Mr, Hugel’s departure ig being 
taken, and even celebrated, as vindication of the 


folly of bringing in an outsider to run the country’s 


agents. and spies. But, the tinge of social: snobbism 
aside, this is a narrow view. His trouble came not in | 
intelligence, in which he was an outsider, but in. 
business, in which he was an insider. It has to be put 
down as a moot question whether the street-smart; 
free-wheeling Mr. Hugel would have done better or 
Worse as a spymaster than those intelligence insid- | 
ers whose shortcomings had made it seem sensible | 
enough to install an outsider in the first place. cf 


rans 
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‘The wrong man for the CIA~ = -~*., 


Max Hugel, who resigned Tuesday.as the United. 


States’ top spymaster after the ‘Washington Post 
disclosed allegations. of shady. business -dealings, 
should never have been appointed in the..first 
place. And the reason has.nothing -to. do ..with, 
whether or not he engaged:in improper securities 
practices when he’ ran_a: New -York*wholesale 
company. He simply had none of the qualities this 
country needs>.ins the sensitive: position of the 


ep neans + 


f- A 
Casey, Mr. 


_ Like his boss, CIA Director William 


“Hugel was aetive in President Reagan’s political 
‘campaign. Like Mr. Casey, he has a reputation 


dor intemperance. And like: Mr. Casey: his back- 
ground in the’dark and specialized. world-of inter- 


national intelligence’ was. seanty, indeed. “~~ 


‘Temperance’and professional skill are, essential 


‘In the top jobs-in the CIA. Close political ties to - 
“the President count. on the liability Side. : 


No agency in government, ‘not even the Justice 
Department-and-its FBI, is‘as~sensitive as the 


CIA, Few agencies are as essential. The collection 
_and analysis of foreign intelligence shapes U.S. - 


foreign policy and can be the measure of differ. 
ence hetween success in the world and defeat. But 
espionage must be done,in the dark. The usual 


. cneck on government behavior — informed public —- 


opinion — gives way to the requirement of secre-_ 
cy. Whatever else was accomplished when Con- 


Bress. pried open the CIA to public scrutiny: after" 


- are tempted:to fill the top jobs: with people of 


espionage. ° 
Be oie pea le 


nt 


Watergate, 
harmed. feo rere 

Because Presidents are so dependent on the CIA 
and so-unsure what really goes‘on in its head- 
quarters at ‘Eangley, Va-, and in the field, they 


known “political, loyalty: But because the public: 
cannot ‘Know: what. .this’ agency of their gov- 
ernment js ‘doing in-their name, and. because the 
CIA operates: to a.greater extent than any other 
government—organization without the usual re- 


the agency’s ability to function was al 


| 
| 
| 


straints of popular self-government, it is essential 2 
that the-people at the top be seen not as the: 


President’s : politicat-operatives: but rather as 


apolitical professionals. They must generally fol-. 


low the -President?s orders but, ashistory has 


Shown, they ‘should ‘sometimes resist them, too, 


when the. orders -are-improper.or.illegal. .~ 


went 


' If this sounds like.a brief not only against Mr.. 


Hugel but also against Mr. Casey, who has also 
had his securities Jaw problems (as reported by 
Tribune columnist Dan Dorfman), that is hecause 
Mr. Casey troubles us, too. We warned against the 
appointment of political cronies to top CIA jobs 
before President Reagan made any appointments. 
We were disappointed when he did not heed that 
-advice:- Whether or-not- Mr--Hugel or-Mr_-Casey 
committed any improprieties in their private busi- 
- ness dealings, they are the wrong men to run U.S. 
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pointment was ‘dixe putting a guy who 


BEGINNING WITH his appointment 
in May as one of the nation’s top 
Spymasters, Max Hugel’s association 


Intelligence: veterans quickly" 
pounced on Hugel,’56.who had been: 


unqualified tobe deputy director for 
‘operations of the CIA. The job is con- 
sidered by many as the agency’s most. 


sensitive, carrying responsibility for... 


clandestine. intelligence gathering and 
covert operations, ote. ges pont 


- Many: observers charged that only. 
friendship with CIA Director William 
J, Casey could explain his rise to such . 


a vital post. Casey, President 
Reagan's national: campaign director . 


"in 1980; recruited Hugel for the elec. 


tion drive. A biography from the CIA 
said Hugel was in charge of organiz-- 
ing ‘ethnic, nationalities, occupation- 
al, religious,°and other voting 
BrOUpS~ 2 Ste art 


ONE EXPERT said Hugel’s Cla ap- 
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.with the Central Intelligence Agency... 
“was marked by controversy. ° 


with the CIA only?a. few, months, as. - But Casey Strongly defended Huger 


-.good .choice,”” he said. Hugel’s inex- 


‘Another i 


. ‘a living disaster.” 
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Spy chief's appointment — 
prompted wide eriticism 


has never been to séa in as chief of 
naval operations. .... It’s like putting 
a guy who is not an M.D. in charge of 
the cardiovascular. unit of a major 
hospital,” said George A. Carver, a 
CIA veteran who served on Reagan’s 
transition team for the agency. me 


Me 


Bing 


s' 
appointment. “I leoked-over the field~ 
very carefully, and I believe I made a 


perience, Casey said, was compen- 
sated for by his assistants. "His abili- 
ty to apply private vigor to an organi- 


zation . . ..has made a. very. strong. 
4 ~- impression around here... on... 
‘the New Hampshire: businessman’s .. .- : 


WD ATH ee in 


g booster 6 


Hu 
_ William .Loeb,. the’ ultraconservative - 
publisher of the Manchester’ (N.H.) 


Union ‘Leader. ‘That- fellow is a 
superb organizer,” Loeb said. Hugel is. 
just over 5 feet tall, and Loeb admir- 
ingly called him “a tough little street 
fighter.” ss 


OTHERS WERE less. impressed. a 


member of Reagan’s CIA transition 
team. reportedly described Hugel as 


a 


Pan 
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4701 WILLARD AVENUE, CHEVY CHASE, MARYLAND 20015 656-4068 


FOR PUBLIC AFFAIRS STAFF 
PROGRAM ABC World News Tonight STATION WJLA-TY 

ABC Network 
DATE July 15, 1981 7:00 PM cny Washington, DC 
SUBJECT Charges Against William Casey 


FRANK REYNOLDS: Now the story of CIA Director Wt! I tam 
Casey. Yesterday a double blow. There was the disclosure of 
charges he had knowingly misted investors in one of his business 
ventures in 1968 and the resignation of Max Hugel, who had been 
in charge of CIA secret agent activities, because he too was 
accused of improper or illegal business practices unrelated to 
those involving Casey. 


Today, support for Casey at the White House, questions 
for him in Congress. 


We have two reports. First, senior correspondent John 
Scall. 


JOHN SCALI: CIA Director William Casey moved swiftly 
today to strenghten congressional confidence in his leadership. 
Unannounced, he showed up at the Senate. 

: 

DIRECTOR WILLIAM CASEY: Just. to visit some of my~ 
friends In here. = 3 =O 


SCALI: Those friends, ABC News has learned, were 
mainly Senator Barry Goldwater, who was Incensed that Casey 
never Informed him in advance of the potential crisis over Hugel's 
financial problems. Casey met privately with Goldwater, who is 
Chairman of the Senate Intelligence Oversight Committee, and ap- 
parently succeeded in calming Goldwater by telling him he tried 
unsuccessfully several times to reach him before the disclosure. 


Hoping to head’off new difficultfes, Admiral Bobby 
Inman, Approved FehRales RO Z00SFI4/289 RHA -ROPH MOdSE1R0004001BA609-9 | ght to 


soothe an angry Democratic Senator Moynihan, who had publicly 
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FOR PUBLIC AFFAIRS STAFF 
PROGRAM NBC Nightly News STATION WRC -TV 

NBC Network 
DATE July 15, 1981 7:00 PM. CITY Washington, DC 
SUBJECT Allegations Against Head of CIA 


JOHN CHANCELLOR: In Washington, everyone is stil! 
talking about the resignation yesterday of the Central Intelli- 
gence Agency's Director of Clandestine Operations, who quit be- 
fore he was fired after an expose in the Washington Post. And 
there was talk about some allegations against the head of the 

- CIA, as well. 


Here's Roger Mudd. 


ROGER MUDD: President Reagan late this afternoon let 
the country know he retains full confidence in CIA Director Wil- 
liam Casey and wants him to continue, even though a federal judge 
says Casey knowingly misled some investors in a business deal 20 
years ago. 


In one of those shouted curbside encounters with the 
press, Mr. Reagan would acknowledge There was even a Casey con- 
troversy. : Le 

PRES 1 DENT RONALD REAGAN: There's no controversy. | 
have complete trust in him. - 


MUDD: The other question that had Washington babbling 
today was why Casey didn't know what the Washington Post knew 
about the CIA's chief spy. 


Bob Kur reports. 


BOB KUR: At the White House, the. Capito!, and the CIA 
itself, today's big question was how could It happen, how could * 


the CIA 'Kppreved Hot Retdase 200571 1/23 © CHARBPY HOGSHH RooGHOSPSscobgldex Hugel's 
stock trading practices, especially after the CIA interviewed 28 


i 
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stock market allegations’ : 


2 ‘From Nicholas Hirst, 
“The. Conceal Intelligence 


Agency’ s chief of secret opera-° 


tions has” resigned _ because, of' 


allegations, of improper stock. 


market. practices during his” 
business career. . 

‘In a statement the CIA said 
that Mr Max Hugel, the deputy” 
director of: operations, had 
resigned * but’. emphatically. 
denied. the allegations as -un- 
founded and untrue. Mr. John : 


Stein, a veteran career “intelli- : 


gence officer, has been appoin- 
ted.as his successor. 

The Watergate-style story “of 
Mr Hugel’s alleged improper 
business: dealings emerged today ~ 
in.a Washington Post exclusive * 
written -partly by Mr:Bob Wood-. 
ward, one of the two reporters 
who helped uncover’ the: original - 
Watergate -scandal.” 

It."is dependent,’ Yargely” ‘on 
secretly recorded conversations | 
between’ Mr Hugel and Thomas 
and. Samuel....McNell, whose - 


broking firm, McNel] Securities, 
made a market:in-the shares of - 
Brother:: International, ’ which 


was run -by Mr Hugel. 
The rapes, as produced by”: 
The: ‘Washington . Post, have 


many swear ° “words deleted, |. 


> The allegations against. Mr 


Hugel are essentially thar,.he, ’ 


provided . the :.McNells: with’ . 
insider information on his com-. 
pany. In other: words, he told: . 
them confidential trading news 
which might’-enable them -or 
their clients:'to profit from 
wading while other stockholders 
were kept i in ignorance. ‘ 
Mr Hugel is also accused “of 
- arranging to.“ massage’. the 
_stock -of his company aby 
organized | - buying, rte ad 


* 


* Watergate- style report 
man quits. att ter’ 


Preteen a Y 


Washington, July 14 


Mr ' Hugel _ has | comprehen- 
sively denied. ‘thar. he has.done. 
anything Wrons, |: 

; Through his dawyer he ‘issued 
a statement saying: “The fact 
of the matter—and this is incon: 


trovertible—is that I have never | 


made a- penny of . unlawful 
profit or done anything else to” 
bring discrédit. upon my com-’ 
pany, my family, myself, or the* 
.United States.. I. deny any } 
wrongdoing, atid I can. demon- 
strate that none was- intended 


_or committed.” 
pane real point ‘is ; likely’ “not | 


‘be whether the precise, 
eilcestbas are true, but how a- 
,man could. be chosen for’ such | 


a sensitive ~ position. as. the |: 
Central InteHigence Agency's i 
deputy director’ for -operations |: 
- When such ‘allegations’ might: be 


<omade against him. ~ 


_} Through ‘all che aecusaunne: 
“and counter. “accusations—Mr.|' 


Hugel has accused the McNells- 
of threatening to blackmail him’ 


“when hé tried.to,sever- business Jj 
them—the |! 
Clear: messagé.~is that sthe |! 
- appointment of? Mr: Hugel--was J: 
a controversial” ‘decision which | 
row: Jeoks to! aye badly: mis-" 


connexions with 


‘fired. 


i The: fuss - ree put in- doubt. 


the ‘future ‘of the man’: who 
-.chose’. him,” Mr“William ‘Casey. 
the CIA director. Mr Casey has 


begun’ an internal investigation 


into the allegations “of ; Mr 


Hugel’s business dealings dur- } 
ing the - mid- “seventies, but the fj 
question: he. will ~have -to }/ 
answer, is why,\in the face of [i 


considerable’ opposition,” he 


‘chose’ Mr_ Hugel in the. first 


place. < ~ 


i pea Fs pram a al menage 
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rector of central intelligence, Knowingly 
participated with several others in an in- 
vestment offering for a farming company 
in 1968 that “omitted and misrepresented 
facts” to investors, according to a Federal 
abt Court decision- handed down in 
ay. ree 

The ruling on May 19 by Judge Charles 
kK. Stewart, Jr.; of the Federal -District 
Court in Manhattan named. Mr. Casey as 
one of the officers and promoters of Multi- 
ponics, Inc., who were responsible for the 
misleading offering. Mr, Casey was then a 
private lawyer and was listed as the sec- 
retary and a director of the company. The 
company went into bankruptcy. proceed- 
ings in 1971 and is now defunct. 

Judge Stewart's decision, «which was 
based on documents and admissions by the 
defendants, including Mr. Casey, was part 
of a drawn-out lawsuit in which disgrun- 
tled investors are seeking to recoup their 
losses. Many other issues in the case, in- 
cluding damages, remain to be litigated, 
and Mr. Casey’s lawyers are seeking a 
reargument of the portion decided by 
Judge Stewart. 

One of Mr. Casey’s lawyers, Arnold S. 
Jacobs, of the firm. of Shea & Gould, said 
yesterday his client: was “taking the posi- 


tion that he-did not violate the federal se- ; 


curity law.” Se nate shake, ark enter 
“Mi. Casey: was a- passive investor” 
who was not directly involved in the. man~ 
agement of the company, Mr, Jacobs said. | 
“He lost a lot of money in the company, 
virtually all of his investment.” 


">: A spokesman for the’ CIA said Mr. 
_ Casey had no comment on the case. ae 


-and acquire land. 


.stock in the company,” said Judge Stew- 


_lar was issued for the sale of 35,000 units 


Jacobs and Milton Gould“WPRAMS Seki” 
partner, are representing Mr, Casey, .....«....1 


Relea MOH LY afield aaa 


Mr. Casey’s involvement. with Multi- 


" ponics and the supsequent lawsuit came 


up in 1973 in Senate confirmation hearings 
on his appointment as undersecretary of 
state for economic affairs. Mr. Casey, | 
then chairman of the Securities and Ex-| 
change Commission, denied wrongdoing | 
and said, “It’s a question of a business 
decision.” Senator Jacob K. Javits said. 
later that he was satisfied Mr. Casey had 
done nothing wrong. : s : 

In a 19-page opinion, Judge Stewart 
said Multiponics, which was first named 
Ivanhoe Associates, was organized by Mr. 
Casey and six other defendants in Janu-| 
ary, 1968, to engage in farming operations 


__ “Its original farm properties were ac- 
quired from the founders, with accompa- 
nying indebtedness, in return for capital 


art. The promoter defendants served as | 
officers and directors at the time of the 
events at issue. ; 

. The judge noted that an offering circu- 


of: Multiponies securities, and two later 
registration statements were - filed. .with 
the Securities and Exchange Commission. 

Judge Stewart said part of the offering 
circular distributed in October, - 1968, 
stated that. the company’s properties at 
the time included seven operating farm 
units and two tracts of uncleared land. | 

“In contrast, the registration state- 
ments filed by-Multiponics on September 
8, 1969, and July 29, 1970, state that of the 
seven so-called operating. farming units, 
two were not operating at all at the time 
they were, acquired by the company, two 
were not operating other than sharecrop- | 
ping, and one was operating at a loss,” the 
judgesaid. © ° 

The offering circular also stated that 
$1,354,000 of the proceeds from the sale of | 
debenture units would be used -to retire 
short-term debt, Judge Stewart said. <-~... 


The judge said the registration state- |. 


ments showed that the. company used. 


Multiponics for loans they made to the 


firm. § 4} 


_ tions,” said Judge Stewart. “Thus, there is 
* no genuine issue of fact as to these defend- 


~ ments or omissions. : 
_ whether the investors who are plaintiffs in 


’ buy Mutiponics securities and are entitled 


“The offering circular did not mention | 
that such a significant portion of the short- | 
term debt was to be paid to the officers ' 
and directors of the company,” the judge ; 
said. ee 

.. “Defendants do not dispute these facts ° 
or that they were not contained in the of- | 
fering circular,” Judge Stewart | said. 


| 
“They state, however, that there was nev- | 


er any deliberate concealment and that is- 
sues of fact remain concerning whether : 
these omissions were material. ae 
The judge disagreed, however. “In ; 
sum,” he said, “there is no genuine issue of | 
material fact that the offering statement | 
omitted and misrepresented facts that | 
would have been material to a reasonable | 
investor in determining whether to pur- 
chase Multiponics stock.” 
: <The judge said the minutes of a board 


of. directors .meeting held: February -2, 


1968, show that Mr. Casey and the other 
-defendants were present when a draft of 
_the.offering was distributed and discussed. 


... He. added that the defendants “do not dis- 
‘pute that they knew the material facts 


“misstated or omitted.” a 
“Indeed, these defendants were person- 
ally involved in the underlying transac-} 


ants’ knowledge of the material misstate- | 
‘Judge Stewart still has to determine 
‘the suit relied on the offering circular to 
to damages. 
Multiponics, incorporated in Delaware 


in 1968, consisted of 43,000 acres of soy- 
bean, rice, cotton and corn land in Louisi-. 


ana, Mississippi, Arkansas and Florida. J: 


Among the other founders were Stanley E.- 
Burkley, of Natchez, Miss.; N. Leslie Car- ; 
penter, a Natchez investment banker, Al- 
fred J. Moran, a New Orleans industrial-- 


"ist: Lawrence F. Orbe III, a New Orleans 


investment banker, and James H. Swinny, 
‘a Natchez businessman. All are defend; 
ants in the lawsuit. eee 
The plaintiffs in the case, who are the’ 
investors in the original private offering, 
include individuals and trusts. The largest 


- investor, representing $1.5. million,. was 
TIT, an international investment trust con- | 


trolled. by. Investors Overseas Services. 
IOS was later acquired by Robert: L.’ 


- Vesco, who was accused in 1972-of swin- 


: dling $224 million from IOS investors. ~~ \ 


After the Securities and Exchange . 


Commission brought suit against 10S, its> 
assets, including the holdings in the.Lux-: 
embourg-based IIT, were liquidated-.. 
When American lawyers handling the IT 
liquidation learned of the suit by other. 
Multiponics investors, they joined it,-in 
AQT4. ; ve boas 
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CIA Head Casey Kaew 
That Securities Leaflet 
Misled, Judge Rules 


My 
By a WALLSTRERT JOURNAL Stoff Reporter 
NEW YORK—CIA_ Director William J. 
| Casey.knew-of misrepresentations and-omis- 
sions in a securities. offering circular put ¢ but 
by a company of which he was 
federal judge. media ae 


Mr: “Casey. and otter’ officers: ‘and direc} 

tors of Mwtiponics Inti. were sued in 1974 "by 

_purchasers of the.33.3-million of securities in 

the: 1968 private offering. The litigation’ is 

still pending and.the’case hasn't gone to 

{ trial;. the judge’ s-ruling was contained in a 
RRC eUEnanLeeSes: "cy aeoeme mae 


were only involved in chareenouplne and one; 
was operating at a loss, Judge Stewart said, | 
The circular also failed to disclose inat; 
the company assumed mortgage indebtec-’ 
ness of about $2.7 million when it swapped | 
shares for the founders’ properties, Judge! 
Stewart said, adding, “°... a potential; 
investor is likely to be particularly inter-! 
ested'in the indebtedness of the company un-! 
der cansideration’’ because it affects a com- 
pany’s ability to obtain financing. : 
Also omitted in the circular, Judge Stew: . 
art said, was the fact that part of the pro-' 
ceeds of the private offering would be used ; 
to repay officers and directors for loans | 
made: by them to Multiponics. The circular 
stated only that a portion of the proceeds 
would be used to retire short- term ace ae 
judge said. ghee. ern) 
The judge said the defendants didn’ t ‘ds 
pute that the misrepresentations and omis- 
sions were contained in the circular, but! 
that’ the defendants contended “there was 
never any deliberate concealment.:. eis 
eel 


‘memorandum decision” on a request for 
summary judgment. 

- - Media coverage of Mr. Casey's role in 
the case dates back to the early 1970s, 
though federal Judge Charles E. Stewart’s 
May ruling wasn’t uncovered until yeater- 
day. 

The ruling was disputed iy “Arnold: ” Fa- 
cobs, an attorney for Mr. Casey. ‘‘Mr. Casey 
was just a passive investor in this enter- 
prise, and he relied on experts. to put. this 
circular togetier,”’ “Mr=“Jacobs;said yester- 
day..\‘We are asking Judge’ Stewart toske- 
consider his, decision,” Mr:,Casey, who was 
chairman ofthe Securities. and. (Exchange 
Cofpmission during:the: Nixon} administra: 
tion, didn't*have’ ary“: comment;"a CLA “offi- 
cial said. “Rann samy coed st he Sennen! She. ee 
ee. Mr. Casey was named in other. actions 
related to -Multiponics in the early 1970s. He 
; settled the: ‘eases out of court uit admit- 


.. An SEC“fegistration, statement said Mr. 
a ‘ Casey invested “$i46,6148 in Multiponics, 
Oe whjch- was.incorporated-tf 1968 to-engage in 
farming: operations; st“ entered bankruptcy: 
éproceedings-in: 1971: Ortie company” ‘assumed. 


, his mortgage, debt of,$301,000. es 


| 2°The disputed cireular. for the’ ‘private. off 
fering said'that the company’s properties in 
cluded seven operating farm “units, but the 
later SEC registration statements said: two- 
of those units: weren 't operating. another two 
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© ‘981 Cnicago Tribure. 0 ae 
A FEDERAL. JUDGE has. ruled: that 
*Villiam J. Casey, director of the Central 
intelligence Agency, knowingly misled in- 
- vestorsin-a $3.5 million fund-raising effort 
‘for a now-defunct New Orleans company, 
‘Multiponics, Ine.; while serving as a 
board member and secretary of that’cor- 

- poration. ey eek Se ante 
Judge Charles Stewart of the Southern 
District of New York concluded that 
Casey was one of eight Multiponics 
officers and directors who permitted dis- 
- tribution of an offering circular in con- 
junction with the fund-raising effort when 
they knew the memorandum contained 
both: false and# misleading information 
‘and omitted material facts -that“.were | 
detrimental to the company’s prospects. 
The plaintiffs in the civil suit, accord- 
ing to the court papers,‘ consist of IT, 
an international investment. trust; and 
George Marshall Houx and others suing 
individually and on behalf of a class of all 

purchasers. ° ane 

‘The judge’s. findings, which were se 
-forth in a‘ “tmemorandum: decision” last 
May 19 and have thus far escaped. public 
disclosure, represent an outgrowth of a 
suit filed by unhappy Multiponics inves-; 


tors in October, 1974. . 


MULTIPONICS: WAS ‘organized in 
January, 1968, to engage in farming oper- 
ations, the agriculturat business, and the 
acquisition of” land« in connection~ with. 
these activities: The’ company” subse- 
quently went bankrupt in February, 1971, 
‘after it was unable: to raise sufficient 
financing to continue in operation. A pub- 
lic offering had beer: contemplated, but 
never came to pass. © .. a 

Casey, .chairman. of the Securities & 
Exchange Commission: and head of the 
Export-Import. Bank__during . the. Nixon 
and Ford administrations, refused to 
comment on: Judge Stewairt’s-findings. 

Casey's: attorney,3 Arnold ‘Jacobs, a 
‘partner of the firm of Shea-& Gould, said 


investor 


--§nformation 
“detrimental 
“to firm-was. | 
contained in 


position,” said Jacobs, who ‘Is handling 
Casey's defense in conjunction with Mil- 


ton Gould,.the law firm's senior partner. |. 


-- Jacobs commented that. the offering 
‘circular in question — distributed to in- 
vestors in October, 1968 -— was largely 
prepared by the now-defunct investment 
banking firm of Glore Forgan. And 
Casey, Jacobs said, relied’ primarily on 
that draft. - SHE A RAE oY 


MULTIPONICS, originally known as, 
Ivanhoe Associates, was. formed by ac: 
-quiring a series of farm properties from 
the company’s founders in exchange for 
capital stock... » 0 2 any. 

- Casey personally invested $145,614 in 
the company, and Multiponics, in acquir- 
ing his properties, took over his mort- 


Sage. debt. of $301,000. - 4 + 


Jaadeet et ces 2 25, 


Multiponics also assumed the mortgage 
“debts of all other founders — an amount 


that exceeded -$2.7 million. “s 


.°-At.no point in the ‘offering circular 


were investors informed of the. com- 
pany’s assumption of the multimillion- 
collar debt of its founders. “° . + + ~ 
Stewart, commenting critically on this | 
‘matter, observed that since Multiponics 
‘stated in its offering: circutar that the 
company was’ dependent on’ long-term 
financing for its growth’ and success, a 
potential investor was likely to be par- 
ticularly interested in the indebtedness of 
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In a later Prospecius, it was ould be 


that of some $1.35. million that would be 
used to retire short-term debt, $917,000, 
or 68 per cent, would be turned over t 
company officials for loan repayments. 

Whether Casey, who is said by Jacobs 

to have lost most, if not all, of his invest-| 
ment, made any such loans — or re- 
ceived any repayment —-could not be 
immediately determined. : 
. One of the judge’s most telling findings 
+— in which he concluded misstatement of 
-facts — centers on a couple of disclosures 
in the offering circular about the com- 
“‘pany’s farm properties, They: are as 
‘follows: © 0 es. Pe. 
_ ® The company's: present properties 
include seven operating farm units and 
two tracts of as-yet uncleared land. 

@ Ivanhoe Associates was formed 
through the merger of seven operating | 
farm units and operated until receutly by 
an experienced group of agricultural, 
managerial, and financial entrepreneurs. 

However, subsequent prospectuses filed | 
by Multiponics in September, 1969, and’ 
July, 1970, raise serious questions about | 
the validity of these statéments. | 


IN THOSE prospectuses, it’s stated 
that of the seven so-cailed operating farm 
units, two were not operating at all at the 
time they were acquired. Another two 
were not operating other than sharecrop- 
ping (the leasing of the land to farmers 
-who operate the land and keep a chunk of 
es profits), And one was operating at a 
OSS. a > ee 

The defendants Uneluding Casey), ob- 
Serves the judge, contend that the mis- 
Statements or omissidns in the of the 


. circular concerning the prior use of the: 


farms “really had no significance in as-/ 
sessing the likelihood that Multiponics | 
would succeed.” Their reasoning: “The | 
Properties which Multiponics acquired ! 
were selected on the basis of their poten- | 
tial for large-scale ‘agri-business 
farming,’” ; 

Rejecting this defense, Stewart as- 


1 
deems ou sta hahha 


serted that the extent to which farms 
were operating at the time the company 
was formed would be significant in asses- 
Sing present earnings capacity and | 
Capacity to raise capital necessary for | 
future expansion... sy 


it would be inappropriate for the CTIA | 
director to comment since a motion for 
reargument has been'filed. -. | 

‘We're asking him*(Stewart) to recon- 
Sider and we're, hopetub ne Ivey eres bis 


the company under consideration. 


“IN A SIMILAR vein, the judge was also. 

' eritical of the offering circular over what 
he regarded-as another significant omis- 
sion —- namely, the sizable amount of the. 
proceeds from the proposed fund-raising 
.effort that would be-used to.repay ‘loans’ 
made to Multiponics by its officers: and: 
directors, _ - id Aah. S 


z : oaeth al ed TP as | x i 
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App 
He added that the statements concern-! 
ing the scope of the farming operations 

assume even greater significance when 
considered in the light of the undisputed 
facts that the company assumed substan- 
tial debt when it acquired the property. 


THE JUDGE’S findings note that the 
directors of Multiponics were present at 
2 board meeting on Feb. 2, 1968, at which 
copies of a draft of the offering were 
distributed and fully discussed. | 
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In his Summation, Stewart observed 
that the defendants do not dispute that 
they knew material facts were misstated 
or omitted. Indeed, these defendants, he 
said, were personally involved in the un- 
derlying transactions. 

Thus, he added, “there fs no genuine 
issue. of fact as to these defendants’ 
knowledge of the material misstatements 
or omissions.” 

Presumably, the plaintiffs, at some 
point, will seek damages. Their attor- 


and Laszlo Kormendi, declined comment. 
Aside from Casey, there are seven 


‘other defendants — all of whom served 


as directors of Multiponics at some point, 
They are Carl Biehl, Stanley Burkley, N. 
Leslie Carpenter, Alfred J. Moran, Law- 
rence Orbe, James Swinny, and Joseph 
auccaro. ; : 


neys, Anderson, Russell, Kill & Olick, 


oer! 


TAM J.CAS 


WILL EY has spent 
. jobs on- Wall Street: and ‘service :in 


drawn: fire: for the way:h 
dled the two worlds. * Y 
‘ When President Richard Nixon: nom- 
inated Casey in. February, -1971, to 


‘mission (SEC), his confirmation: ap- 
peared to be a shoo-in. The nomination 
of the successful businessman, lawyer, 
and political operator was quickly ap- 
proved by the Senate Banking Com- 
mittee. eee be en 
But the hearings were reopened’ in 
. early March; 1971, after disclosures in 
the press about three lawsuits in the 
1960s in which Casey was a defendant. 


of securities violations while he was 


Inc., and Kalvar Corp. The third con- 
_ cerned a plagiarism charge involving 

Casey’s membership:on the editorial 
‘ board of the Institute for Business 
Planning. 


THE PLAGIARISM suit appeared to 
be most damaging: Casey’s account of 


disputed on several counts by the trial 
judge. Casey’also changed his. tes- 
timony at the hearing and admitted 
that the records in the case had been 
sealed at his request — not, as he 


the judge. 
' Casey’s supporters argued that the 
lawsuits were part of the usual legal 
battles that active businessmen might 
he expected to face, and said they 
were impressed by Casey’s ‘energy 
and toughness.” ‘ 
Over the objections of Sen. William 
- Proxmire (D., Wis.), who complained 
that he did not believe Casey to be 
sufficiéntly “beyond ‘reproach,” the 
nomination was again approved by the 
Banking Committee. and the full 
Senate... ee et 
_  Casey’s two years as chairman of 
Appréved F gmRelgaae 2005/ tld 


proached regulation of the securities 


ntroversy dog 


et 
much of his career shuttling between’. Stock markets to increas 


Washington, Along: the: way, he. has a 


- chair the Securities & Exchange Com-.. 


Two of the suits had accused Casey - 


an officer of Advancement Devices, ° 


the suit before the committee was 


originally claimed, at the request of 


tr en 


ae 


eee 


if 


oF 
e 


“industry- vigorously, 


% 


@ conipetition 


“: and strengthening fin. losure 
laws. gt Ae, 
ge A chen : 

* BUT CASEY’ CAME under fire in 


-October,: 1972, when -he turned the 
commission’s. entire: file on. Interna- 
tional Telephone & Telegraph Corp. — 
34 cartons of material — over to the 
Justice-Department. —: ae? 
: ITT’ had been: accused earlier that 
year of trying to trade financial sup- 
port ofthe Republican National’ Con- 
vention for settlement of antitrust dis- 
putes with the Justice Department. 
Congressmen who had.been seeking 
, the records for their own investiga- 
tions charged that Casey was trying to 
put the documents out of reach until 
after the 1972 election. Casey retorted 
that the Justice. Department: had- 
asked for them... ga Lah 
. But a top Justice official later de- 
_nied'that claim, saying that Casey and 
White House counsel John Dean had 
‘pushed the files on the department. 
Casey later said the files could have 
been “politically useful’* to opponents- 
. of the Nixon administration. .., , 


BY THE TIME the furor over the 
ITT case died down, Casey was under-- 
secretary of state for economic af- 
fairs.. His confirmation hearings for 
that post in 1973 were marred by the 
disclosure that he and other former | 

- Officials of Multiponics, Inc., had been 
named’in a federal suit alleging gross 
mismanagement: and flagrant viola- 
tion of duties in running the corpora- 
tion. The $2.1 million suit, filed after. 
‘Casey's nomination to the State De- 
partment post, was brought by the 
court-appointed trustee of the then- 
bankrupt firm. But Casey weathered 

~ that storm. and was confirmed by the 
Senate to his new post. 7 4 
The nomination of Casey to head the , 
Central Intelligence. Agency, by con- ; 

_ trast,.was not challenged, Casey, di- 4 
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